
ensures that the payments are sent di-
rectly to DOR’s account. This eliminates
the problems associated with lost or
stolen checks, and misposted funds.
Not only do families receive their pay-
ments more quickly, but the number of
telephone calls — to both the employer
and DOR — from anxious parents ask-
ing “Where is my check?” plummets. In
addition, employers know exactly when
their accounts have been debited.

Using EFT also saves the Common-
wealth money. Currently, DOR sends
wage withholding notices to tens of
thousands of employers. In turn, a
mountain of envelopes containing
paper wage withholding checks and
payment coupons arrive at DOR each
day. This mountain of mail must be
opened, the contents either scanned
(back and front) or data entered, iden-
tified, deposited, credited to the appro-
priate noncustodial parent(s) and dis-
bursed to custodial parents within two
business days. Unfortunately, all too
often, checks arrive at DOR with in-
complete identification or with remit-
tance information no longer with the
check. Consequently, DOR staff spend
valuable time trying to recreate this in-
formation before a payment can be sent
to the family.

The financial cost to DOR, and thus to
the taxpayer, is great. For example, if a
mid-sized city sends wage withholding
payments to DOR for 250 employees
via paper check, it costs the Common-
wealth $7,000 each year to data enter

Electronic Funds Transfer (EFT) is a
faster and more efficient way for cities
and towns to send both tax and child
support wage withholding payments to
the Department of Revenue (DOR),
rather than by mailing them in the form
of checks. All employers may now take
advantage of this option.

Currently, DOR notifies municipalities
to withhold an employee’s wages when
the employee has a child support
order. State and federal laws require all
Massachusetts employers, including
cities and towns, to report new or re-
hired employees and independent
contractors to the Department of Rev-
enue within 14 days of hire. DOR
matches this new hire information
against its database of individuals with
child support orders. If there is a
match, DOR notifies the employer to
withhold the court ordered child sup-
port and remit the funds to DOR for
distribution to the families. Employers
must send the withheld wages to DOR
within three business days of the pay-
roll date — a time-consuming and
often paper-laden and expensive
process. Using EFT to send this money
to DOR benefits the employer and
DOR as well as the families that re-
ceive the money.

There are many benefits to municipali-
ties that use EFT. For example, munici-
pal employees do not need to spend
time generating and signing checks.
Also, EFT reduces postage costs and
eliminates data entry. In addition, EFT

Electronic Funds Transfer for Employers by Diana Obbard

Alan LeBovidge
Commissioner

Gerard D. Perry, Acting
Deputy Commissioner
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all of the information necessary to proc-
ess the payments. If this same city were
to remit using EFT, the Commonwealth’s
costs would decrease by almost 33
percent.

Best of all, EFT can be implemented
without any significant up-front invest-
ment, such as additional computers or
remittance processing hardware. It re-
quires one of two formats, either CCD+
or CTX/820, both of which require an
addenda line. The addenda line is an
electronic trail indicating where the
money has come from and where it
needs to go (e.g., from City of Boston
to DOR for employee John Smith).
Once employers have installed the
EFT software required by their bank,
the pertinent information can be en-
tered and saved, thus eliminating the
need to input it again in the future. To
learn more about EFT, municipalities
continued on page seven
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Court Decides Open
Meeting Law Issue
by James Crowley
The Appeals Court was asked to de-
cide whether the Belmont Board of Se-
lectmen had violated the Open Meeting
Law by holding an executive session at
McLean Hospital to discuss land use
with hospital officials. The case is Allen
v. Board of Selectmen of Belmont,
Mass. App. (2003).

The Belmont Board of Selectmen had
been concerned about potential devel-
opment at McLean Hospital. On May
12, 1999, at 3:58 P.M. the Belmont town
clerk posted notice of a special meet-
ing of the selectmen to take place at
McLean Hospital at 2:30 P.M. on May
14, 1999. The meeting actually began
at 2:00 P.M. on May 14. As you are
probably aware, the Open Meeting
Law (M.G.L. Ch. 39 Sec. 23B) has es-
tablished a 48-hour notice requirement
for  meetings of any governmental
body except in case of emergency. In
this instance, the Belmont town clerk’s
notice was two hours short of the re-
quired 48 hours. When the meeting
began, the Belmont selectmen voted to
go into executive session and cited the
real property exception to the Open
Meeting Law. By that provision set forth
in M.G.L. Ch. 39 Sec. 23B (6), a gov-
ernmental body can exclude the public
“to consider the purchase, exchange,
lease or value of real property, if such
discussions may have a detrimental ef-
fect on the negotiating position of the
governmental body and a person, firm,
or corporation.”

Shortly thereafter, at a May 17, 1999,
town meeting, the Belmont selectmen
discussed the substance of the May
14 meeting and asked town meeting to
fund a negotiated agreement with the
hospital. After being informed of the

City & Town October 2003 Division of Local Services 2

From the Acting
Deputy Commissioner
The last few months
of the calendar year
are the busiest for
the Division of Local
Services (DLS) staff
involved in the tax

rate approval process. Although we
have already entered this busy time
period, it is not too late to emphasize
the importance of timely tax rate set-
ting by communities.

Although DLS has realized an overall
reduction of staff over the last few
years, we will make every effort pos-
sible to accommodate cities and
towns. By the same token, communi-
ties must also try to ensure the timely
submission of their tax documents.
Consequently, we have some sug-
gestions to facilitate tax rate setting:

1. Establish the date your community
wishes to send out tax bills and then
work backwards to determine when
vital tasks should be accomplished.

2. Be aware of periods of heavy work-
loads for various local officials and
DLS, and plan accordingly.

3. Notify DLS when your timetables
change and provide preliminary in-
formation whenever possible.

4. Build in plenty of time for unfore-
seen occurrences to be sure you can
accomplish your goals realistically.

Tax rate approval is predicated on
receipt of complete and accurate
data, the number of communities in
the pipeline ahead of your community
and the availability of local finance
officials to answer questions.

Tax rate setting involves many partici-
pants and if we all work together, we
can achieve our mutual goal of get-
ting those tax rates set on time.

Gerard D. Perry
Acting Deputy Commissioner

proposal, town meeting agreed to pay
McLean Hospital $2.2 million in that re-
gard. In June 1999 some residents of
Belmont sued the selectmen. They
claimed the selectmen wrongfully ex-
cluded the public from the May 14
meeting in order to make a secret land
deal with the hospital.

In this instance, as permitted by statute,
three registered voters brought suit in
superior court. The court ruled in favor
of the selectmen and the plaintiffs ap-
pealed to the Appeals Court.

In the case at hand, the plaintiffs con-
tended the selectmen violated the
Open Meeting Law on three grounds.
First, they claimed the selectmen failed
to give 48 hours notice of the meeting
and did not list the exact location of the
meeting at McLean Hospital. Second,
plaintiffs argued there should not have
been an executive session since the
selectmen improperly relied on the real
property exception to the Open Meet-
ing Law. Third, they alleged the select-
men produced an inadequate written
record of the May 14 meeting.

The superior court judge had agreed
with the plaintiffs that there had been
procedural deficiencies on the part of
the selectmen but found these proce-
dural flaws to be de minimis. On ap-
peal, the Appeals Court concurred
there were notice deficiencies. In addi-
tion, the Appeals Court ruled that there
should not have been an executive
session. The court held that the real
property exception was enacted to per-
mit confidentiality in negotiating con-
tracts concerning real property. In the
court’s view, there were no valid rea-
sons for holding an executive session at
McLean Hospital on May 14 since hos-
pital officials and their lawyer were pre-
sent at the meeting. Yet, the Appeals
Court wrote that it was not necessary

Legal in Our Opinion

continued on page eight
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the actual tax levy and the levy limit is
called excess capacity.

Proposition 21⁄2 does, however, allow a
community to increase its levy limit
through the passage of an override
and exceed its levy limit, or levy ceiling,
through passage of a debt or capital
outlay expenditure exclusion.

Prior to the passage of Proposition 21⁄2,
there was no limitation on the amount of
taxes that could be levied by a commu-
nity. Municipal budgets were, therefore,
expenditure driven. The limitations im-
posed by Proposition 21⁄2 have caused
municipal budgeting to be a revenue
driven process. This is illustrated below.

Tax Levy Trends
Prior to Proposition 21⁄2:
Total Municipal Budget – State Aid
– Other Available Sources – Local
Receipts = Tax Levy

After Proposition 21⁄2: Tax Levy +
State Aid + Other Available Sources
+ Local Receipts = Total Municipal
Budget

In Massachusetts, over the past 10
years, the total tax levy has increased
61.8 percent as illustrated by the top
line of Figure 1. Taxes on residential/
open space property increased 69.5
percent in the 10-year period from
1993 to 2003 while commercial, indus-
trial and personal property saw an in-
crease of 46.7 percent. The percent-
age of taxes derived from the various
classes of property has shifted during
this period, becoming more reliant on
residential and open space property
classes. The residential sector com-
prised 66.73 percent of the total tax
levy in 1993, while taxes in commercial,
industrial and personal property classes
made up 33.27 percent.

The Tax Levy
by Debbie Wagner and Terry Williams
The tax levy is the revenue a community
raises through real and personal prop-
erty taxes. Property taxes are levied
against all non-exempt real and per-
sonal property, which is classified into
residential, open space, commercial,
industrial or personal property classes.
The tax rate is expressed as dollars per
thousand dollars of the property valua-
tion. These tax rates apply singly to all
property classes in a municipality or are
“split” between residential/open space
and commercial/ industrial/personal
property.

The property tax levy is the largest
source of revenue for most communi-
ties. Other revenue sources are state
aid, local receipts, and other available
funds, such as free cash and stabiliza-
tion funds. While the levy is the largest
source of revenue for cities and towns,
there are vast differences in the level of
contribution to the total budget of com-
munities in Massachusetts. Statewide
in FY03, the levy was responsible for
an average of 50.8 percent of munici-
pal revenue, but varied from almost 84
percent in Alford and Dover to only 15
percent in Lawrence. This is because
formulas for the distribution of state aid
generally are weighted to give greater
assistance to communities with lower
property wealth and incomes.

Focus on Municipal Finance

The Effects of Proposition 21⁄2

Proposition 21⁄2 is a law that places two
constraints on the amount of the tax levy
that can be raised by a city or town and
how much the levy can be increased
from year to year. These constraints are
called the levy ceiling and the levy limit.
The levy ceiling is determined by multi-
plying the total full and fair cash value
of all taxable real and personal property
in a community by 2.5 percent. The levy
ceiling may change annually as prop-
erty is added or deleted from the tax
rolls and due to adjustments for market
value fluctuations. Secondly, and more
importantly, is the levy limit, which is the
maximum amount that a community
can raise through taxation in any given
year. The levy limit must be below, or at
most equal to, the levy ceiling.

The following is the levy limit calcula-
tion: Prior Year’s Levy Limit × 1.025 +
New Growth = Current Year Levy Limit

The levy limit is increased from year to
year as long as it remains below that
year’s levy ceiling. Each year, a commu-
nity’s levy limit automatically increases
by 2.5 percent over the previous year’s
levy limit. New growth is defined as a
calculation of the net increase in munic-
ipal property values because of new
construction/subdivision or return of ex-
empt property to the tax roles. A com-
munity is not obligated to tax to the
limit annually. The difference between

continued on page six

Quarterly communities with split tax rate  79 $4,700,127,419

Quarterly communities with single tax rate 143 $2,311,144,714

Total quarterly communities 222 $7,011,272,133

Semi-annual communities with split tax rate  21 $ 499,075,192

Semi-annual communities with single tax rate 108 $ 983,673,788

Total Semi-annual communities 129 $1,482,748,980

Total communities 351 $8,494,021,113

Number of
communities

FY2003
tax levy

FY2003 Quarterly vs. Semi-Annual Tax Billing

Table 1
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Today the residential /open space por-
tion provides 69.84 percent and the re-
maining classes have fallen to 30.16
percent of the total tax levy. This shift is
occurring for two reasons. Residential
parcel counts have increased about 5
percent over the past 10 years while
commercial/industrial property counts
have remained constant. At the same
time, residential valuations have in-
creased at a faster rate than rates in the
commercial, industrial, and personal
property sectors.

Quarterly Tax Billing
Another aspect of the tax levy is the
ability of a community to adopt quar-
terly tax billing (M.G.L. Ch. 59 Sec.
57C) in place of semi-annual billing.
Since 1990, 222 (or 63 percent) of the
351 communities in the state have ac-
cepted this provision. Those municipal-
ities had a combined levy in FY03 of
$7,011,272,133 (or 82.5 percent) of the
total $8,494,021,113 property tax levy.

This can be an attractive option for
many cities and towns because it re-
sults in a more even cash flow, and con-
sequently reduces the need to borrow
in anticipation of tax receipts. Communi-
ties taking advantage of this option
tend to be larger ones, which accounts
for the fact that they levy a greater per-
centage of the total.

“Shifting” the Tax Burden
Larger communities, or those with an
appreciable percentage of commercial
and industrial property, often take ad-
vantage of the annual option to shift a
larger portion of the levy to that seg-
ment. This gives the residential owner
a lower bill than if the tax rate was as-
sessed equally to all classes. A review of
the FY03 tax levy shows that 28.5 per-
cent of communities have shifted the tax
burden or “split” the tax rate as shown
in Table 1. Those cities and towns make
up over $4.7 billion or 55 percent of the
$8.5 billion statewide property tax levy.

Table 2 compares tax levy information
for FY02 and FY03 in each community.
Statewide the total tax levy increased
by nearly one-half billion dollars or 6.12
percent over FY02. Four of the commu-
nities added to their tax levy more than
25 percent (Monroe, Dunstable, Peter-
sham, and Aquinnah). Another 48 ap-
proved increases of between 10 and 20
percent. Large increases such as these
tend to occur in communities that have
levied property taxes below the levy
limit and then in the subsequent year,
assessed additional taxes to the limit
without the necessity of a ballot vote.
On the other hand, some of these larger
increases could have resulted from
successful override or debt/capital out-
lay expenditure exclusion votes. �

Municipal Relief Act continued from page three
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property tax assessment in Massachu-
setts. The list is published on the Depart-
ment of Revenue’s (DOR) Division of
Local Services website, www.mass.gov/
dls, in the Local Assessment section.

Appearance on the list does not consti-
tute an endorsement of the vendor by
the Department of Revenue. The DOR
makes no determination regarding the
qualifications of those listed. Rather, it is
meant to serve only as a source of infor-
mation regarding contractors available
to perform appraisal and revaluation
services. Omission from the list does not
preclude a community from contracting
with a vendor.

Contractors wishing to be included on
this list should complete the information
form that can be found on the DLS web-
site (www.mass.gov/dls) in the Local
Assessment section and submit it an-
nually to the Bureau by December 1. �

Tax Amnesty Deadline
Extended
Cities and towns were authorized by
recent legislation to enact a temporary
tax amnesty program that provides for
the waiver of all or part of interest, col-
lection costs and penalties accrued on
delinquent property taxes, motor vehi-
cle excises or boat excises.

The deadline for completing the am-
nesty programs has now been ex-
tended to June 30, 2004. Previously,
the program had to end by December
31, 2003. Cities and towns that have
already enacted programs may extend
their amnesty periods to a date not later
than the new deadline.

The amnesty program must be enacted
by town meeting, or city council with the
approval of the mayor. It may provide
for the waiver of all or a uniform percent-
age of all interest, penalties and collec-
tion costs accrued on delinquent prop-
erty taxes, motor vehicle excises or
boat excises, but not on the underlying
tax or excise. The taxpayer must pay
the tax or excise within the amnesty
period established under the program.

For more information on this program,
refer to Informational Guideline Release
(IGR) No. 03-211. This IGR is available
on the Division of Local Services’ web-
site under “IGRs” in the Quick Links
Box or at www.mass.gov/dls/PUBL/IGR/
2003/Igr_03_211.pdf.

Appraisal Contractors
The Bureau of Local Assessment has
updated the List of Appraisal Contrac-
tors. The Bureau compiles this informa-
tional listing as a service to cities and
towns. It includes the names of firms
and individuals desiring to provide pro-
fessional appraisal services related to

Graziano Appointed
Supervisor

Acting Deputy Com-
missioner Gerard D.
Perry is pleased to an-
nounce the appoint-
ment of Joanne Graz-
iano to the position of
appraisal supervisor
in the Bureau of Local
Assessment.

Joanne has many years of experience
working with communities on their valu-
ation processes. She began her career
in assessment in the early 1980s by
working for valuation consulting firms,
where she rose to the rank of District
Manager. Subsequently, she worked
for the City of Boston in the assessors’
office and held various positions there
over the course of 12 years, culminating
in the position of Deputy Director, Valu-
ation Division. In April 2001, she joined
the appraisal staff of the Division of
Local Services (DLS).

Joanne received a bachelor of science
degree from the University of Rhode Is-
land and attained the designation of
Massachusetts Accredited Assessor in
1990. She is an instructor in DLS’
Course 101, the basic course for as-
sessors. Though she hails from Rhode
Island, Joanne currently resides in
Boston.

Local Assessment Bureau Chief Marilyn
H. Browne said that “Joanne’s extensive
background in appraisal, combined
with her supervisory skills, make her an
excellent choice for this position.”

DLS Update

may call the DOR’s EFT coordinator at
(617) 471-6877.

Employers are the backbone of the
child support system and municipali-
ties comprise one of the largest em-
ployer blocks. Their contribution to the
welfare of the Commonwealth’s most
vulnerable citizens has made the child
support program a potent tool for en-
suring that children get the support to
which they are entitled. Last year, DOR
collected a record $443 million in child
support payments, of which 75 percent
came from employers. However, only
15 percent of these payments were sent
to DOR electronically. EFT represents
a great time- and money-saving oppor-
tunity for the future. By moving to EFT,
municipalities can greatly improve the
process of collecting and distributing
child support payments. �

EFT continued from page one

http://www.mass.gov/dls/PUBL/IGR/2003/Igr_03_211.pdf
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Searchable LA-3
“Arms Length” Sales
The Division of Local Services’ (DLS)
website (www.mass.gov/dls) now fea-
tures a program for users to generate
reports or Excel spreadsheets for real
property sales submitted to the Bureau
of Local Assessment. Users can
search for sales data by community,
property type, sales date, and sales
price. The summary information on
each sale identifies the address,
grantor, grantee, assessment at time of
sale, and state property use code. The
sales included in the database are
those submitted by each community
for triennial certification of real estate
values or for biennial Equalized As-
sessed Valuation (EQV) calculation. All
sales and especially recent sales may,
therefore, not yet be included.

The real property sales data in LA-3s
have one important component lacking
in other sources of sales data on which
real estate, banking, planning, develop-
ment, and revaluation industries de-
pend: “arms length” codes. The local
assessor researches each property
sale and determines whether that sale
is truly “arms length,” reflecting an in-
formed and willing buyer and seller, free
of other complications. If the sale is not
arms length, the LA-3 has a code to
identify the reason, e.g. it is a sale be-
tween family members, or it is a bank
foreclosure sale, or considerations other
than real estate are included in the sale
price, etc. Sales that are deemed “arms
length” by both local assessors and
DLS reviewers are included in the
searchable Web database.

The program adds the ability to create a
downloadable spreadsheet for the se-
lected data results so that users can effi-
ciently analyze and add to selected data
on their own. The program can be espe-
cially useful to assessors and apprais-

ers searching for infrequently sold types
of property. For example, with a few
clicks a user can obtain data on gas sta-
tion sales or motel sales (submitted by
local assessors as valid market sales)
statewide within the past few years.

As assessors evaluate the many uses
and users of this data, they may elect
to submit the sales reports annually
and encourage their fellow assessors
to do likewise. DLS will assist these ef-
forts. The data with “arms length” de-
termination can be used in conjunction
with additional data on such sales
available from other sources such as
commercial real estate data services
and deed registries. The direct address
for this program is http://dorapps.dor.
state.ma.us/la3/home/home.asp.

Approved Recaps Online
The Division of Local Services (DLS) is
encouraging those interested in munic-
ipal finance to obtain a wide range of
data and information from our website
(www.mass.gov/dls). Now, the FY04 tax
rate recapitulation sheets are posted on
the DLS website as they are approved
by the Director of Accounts. They can
be accessed from the “Quick Links”
box on the home page or by using the
Web address www.mass.gov/dls/
TaxRates/taxrate.htm.

A list of communities with approved
FY04 tax rates can also be accessed in
the “Quick Links” box, or click on www.
mass.gov/dls/TaxRates/taxrate.pdf.
Hats off to Williamstown, the first com-
munity in the Commonwealth to receive
tax rate approval in FY04.

State House Note Program reports are
also available on the DLS website under
“Debt and Other Financial Indicators”
in the Municipal Data Bank, or use the
Web address www.mass.gov/dls/
allfiles.htm#indicators. These reports
are updated on a monthly basis. �

to consider whether these flaws were
de minimis. Instead, the Appeal Court
relied on principles announced in Pear-
son v. Selectmen of Longmeadow, 49
Mass. App. 119 (2000).

In Pearson, the Appeals Court had to
decide whether attendance by the
chairman of the Longmeadow Board of
Selectmen at a nonpublic meeting con-
stituted a violation of the Open Meeting
Law. The Appeals Court in Pearson
held that, even if there had been a viola-
tion of the Open Meeting Law, the harm
would have been remedied by the in-
dependent deliberative action taken at
a subsequent meeting of the full board
of selectmen where there was no claim
of improper notice. In the case at hand,
the Belmont town meeting discussed
what transpired at the May 14 meeting
and acted in accordance with the se-
lectmen’s proposal. In the court’s view,
any procedural deficiencies at the May
14 meeting were remedied by the prop-
erly noticed and properly conducted
subsequent town meeting.

The Appeals Court also found the writ-
ten record of the May 14 meeting was
sufficient. In accordance with M.G.L.
Ch. 39 Sec. 23B, the records provided
the date of the meeting, time, place and
members present. If the records should
have given greater detail as to action
taken, the subsequent town meeting
would also have remedied any flaw in
the record.

Consequently, the Appeals Court dis-
missed the lawsuit against the Belmont
selectmen. �

DLS Update
Open Meeting continued from page two

http://www.mass.gov/dls/TaxRates/taxrate.htm
http://www.mass.gov/dls/TaxRates/taxrate.htm
http://dorapps.dor.state.ma.us/la3/home/home.asp
http://dorapps.dor.state.ma.us/la3/home/home.asp
http://www.mass.gov/dls/allfiles.htm#indicators
http://www.mass.gov/dls/allfiles.htm#indicators
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DLS Profile: Public Finance Section Staff
William Arrigal and Gerald
Cole work in the Public Fi-
nance Section of the Bureau of
Accounts. Most of the their du-
ties relate to the State House
Note Program. Established in
1910, this program provides a
useful service to municipal is-
suers, especially the smaller
towns and districts. In towns
and districts that do not have a
credit rating from a national
credit rating agency, and are
borrowing short-term in rela-
tively small amounts, the State House Note Program provides a low-cost certifi-
cation mechanism.

Bill Arrigal has worked for the Division of Local Services (DLS) for 10 years. Prior to
coming to DLS, Bill worked in the financial offices in the City of Boston. He holds a
bachelor’s degree from the University of Massachusetts at Amherst in liberal arts
and said that he especially enjoys “doing research” and “dealing one-on-one with
local officials and also working with bank representatives.”

Lisa Edinger, treasurer in the town of Chester, said that “Bill is wonderful. I just be-
came the treasurer last May and he walked me through the note renewal process
step by step. No matter what bank or town accountant I talk to, they say something
complementary about Bill.”

Gerry Cole, a native of Scituate, has worked for the Division for about three years
and also holds a bachelor’s degree from the University of Massachusetts at
Amherst in liberal arts. In addition to assisting Bill with the note certification proc-
ess, he reviews statements of indebtedness, compensating balance reports and
treasurers’ quarterly cash reconciliations. �

William Arrigal and Gerald Cole

Mark Your Calendars
Although the Division of Local Serv-
ices’ legal staff recently conducted the
“What’s New in Municipal Law” semi-
nars, it is not too soon to reserve the
dates these seminars will be offered in
2004. Mark your calendars for either Fri-
day, September 24, 2004, at the Best
Western Hotel in West Springfield, or
Friday, October 1, 2004, at Lantana in
Randolph. This year, the Division hosted
a total of about 400 participants at both
seminars. The morning session pro-
vided an overview of the Municipal Re-
lief Act while the afternoon workshops
included discussions on assessing and
collecting issues, personnel and work-
force issues and topics relating to mu-
nicipal accounting. We look forward to
seeing you again next year. �


